
Selected Financial Dat.a (COUL)

(In thouaands, except per llhare data)

YwEMcd n mnber 31.
1987(1) ma .1a8.a ~ h.."1U

StatellleDt of OperatiODa Data:
SaJee $ 258 $ 1,383 S 6017 $ 14,710 S 18,748
Colt orwee _.-2.52. 1.021 .. 012 10123 11.563

Groea profit 6 362 2,006 4,647 7,186

Operatina expenaea:
Ruearcb and development 1,060 2,750 2,714 2,835 1,963
Marketing, general and

ad.miniatrative 1,343 4,348 6,976 10,664 10.GCO
Charge for purchase of

in-pJ"OCl'U reaearch and
development 855

Total operating expensee 3258 7098 9690 13 fIDt 12.603
Operating 1088 (3,252) (6,736) (7,685) (8,842) (5.418)

Interest income 123 281 421 1,181 433
Contract settlement = 687

Net 1068 $ (3,129) $ (6,455) $ (7,264) $ (6,974) $ (4,985)

Loee per common lIhare(2) $ (1.01) $ (1.2li $( 1.02) $ (0.71) $ _~0.50)

Weipted average shares
9,760outatanding(2) ~,1l3 5,343 7,121 9,927

Bel-UC" 3heet Data:
Workinl capital $2,506 $ 3,982 121,163 $13,554) $i.3,664
Total aaaeta 4,349 7,469 27,191 22,269 22,991
Totallltockholdera' equity 3,758 6,266 26,524 18,925 15,966

(1) Statement ofoperations data is for the period from March la, 1987 (i~ption) throuih December 31, 1981.
Summarized operatini results fo!' the Predeeeuor r~ the period from January I, 1987 through March 18,
1987, are 88 follows (in thousands):

Selea $252
Coet ofwes $130
e>r.,rating expenses $186
Net loA $ 64

(2) The Company completed an initial public offering in November, 1989, in conn~jon with which all
outstanding shares of Preferred Stock were converted into sbaree ofCommon Stock. For ;M'ricxls prior w the
initial alublic oft'sri4, the number ofahareIt uaed in the calculation ofnet 10lJlt per share is computed 88 ifall of
the outatandini aharee ofPrefe~Stock, including shares issued .. stocl: dividends on the Preferred ~toc:k,

were converted into Common Stock. The number of shares UMd in the r.alcu·ati..n 01 net 10118 per share
further auumea DO exercise of outetandinr employee sk~k options, except lor certain antidilutive stock
options wit!: respect to 224,400 shares of Common Stoclt granted in March, 1989, the exerciM of which baa
been asaumed. Utilizing the treasury stock method ofcomputinr the weighted average number of shares,
the auumed exercise of the options granted in March, 1989, resulta in a net increase or 62,487 shaJes in the
weighted average nU""lber of shares presented for the periods endinr December 31, 1987~ 1988, a net
increue of 63,563 shares for the period ending December 31,1989, a net increase of 70,263s~ for the
period ending December 31, 1m, and a nAt increase of 62,520 shares for the period ending Dec3mber 31,
1991. Share and per share amounts for all perioda presented have been acljusted to reflect the Company's
February HYa2 three for two Common SLock split. See Note 1 to consolidated fin~chJ statements included
elsewhere herein.
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Item 7.

OVERVIEW

Management'. Discussion and AnalY8ia of Financial Condition and RelAllta of
OpP.ratiONJ

The Compsny's financial results are characterized by an increasing world-wide demand
for produd8 and services involving radio frequency elect·onic identification technology in the
transportation industry. From inception, the Compa.ny's eales have steadily risen a8 8ales
vo\um~s have increased resulting from acceptance of the Company's technology by large scale end
users and industry standard settine bodies. aidp.d by an expanding network of distributors and
dealers. The Company's products and services include proprietary manufactured Rl·'ID products,
third party equipment. related installation, maintenance and training services and new product
develoument contracts. Gross profit margins realized on the Company's sale8 may be affected by
the relative sales mix from Ot.? reriod to nnother. Margins on the Company's proprietary
manufactured products are geners!1y higher thar. those realized from sales of other equipment
and services. The Company generally markets ito products through dis'ributors and dealers;
however in certain circumstances, direct ene user sales are trade which mRy result in highar
margins in individual cases.

Significar t expenditures ha'/e been incurrp.d for product research and developm~nt, for
marketing elTorts tC' '~stabiish the Company's ~echnology as the leading identification technology
in its targeted ma:-kets and generally to build an organization to facilitate the management of the
Company's anticipated growth. ~ales volumes have not yet reached a level required to support
these operating E:xpenses and tc; achieve mar.ufacturing economies of scale necessary to obtain
normal margins and profitability.

The Ae,ociatinn of American Railroads has made its previously voluntary standard on
automatic equipment identification mandatory 8S of early 1992. This standard, which i8 baaed on
the Company's radio frequency product line, is expected to have a positive effect on the Company's
revenue growth. See -Industry Standards.-

RESULTS OF OPERATIONS

Comparison of the rearEnded December 31, 1990 to the Year ended December 31, 1991

Sales - The increase in sales of $3,978,000 or 27% is primarily attributable to an increase is
the sales volume of the Company's proprietary manufactured products. Also contributing to the
increase was further product sales and installation of an electronic toll collection system on 8

statewide turnpike system, and increased operdtions at the Danas North Tollway 8ystem.

Cost of Sales and Gross Profit - Gross profit as a percentage of sales increased from 31% in
1990 to 38% in 1991. This in .Jase was primarily due to increased sales of the Company's
proprietary manufactured proch:ct.3 and, to Q lesser extent, the manufacturing economies of scale
gained from increased production volumes.

Research & Development - Research and development expenditures decreased by 2% from
$4,8:)4,000 in 1990 to $4,762,000 in 1991, primarily attributable to a reduction of proiall'Jional ana
consulting fees from $4~n,Ooo b 1990 to $81,000 in 1991 c!ue to the reduced requirement for outBide
consultants on the current year's projects in connection with customer ::ontracts for new products,
and general cost controls. This decrease was partially offset by an inCTease in research tools and
st1pplies consumed from $586,000 in 1990 to $811,000 in 1991. Research and development
expenditures nf$2,305,000 in 1990 and $2,798,000 in 1991 were includ~d in cost of sales pursuant to
customer contracts, which includes expendit.ures of $2,"05,000 in 1990 and $1,946,000 in 1991
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relating specifically to certain rescarch und development arrangemcnts with customers for new
rroducts.

Marketi.ng, General aud Admin.istrative - In t.he aggregate, mark.eting, general and
admir.;.;~:-;:tive ~xpenscs decreosed from $10,654,0\J0 in :'990 to $10,640,000 in 1991. Employee
compensation exp.anseo rose Crom $4,772,000 in 1990 to $5,416,000 \n 1991 partly due to the Cull year
effect in 1991 of the 1::)90 exp~nsion of L,le SE.lcs and support office in Poris, France (Amtech SARL)
and opening of a sales alld support ....Ilice in Eindhoven, The Netherlands. Also, employment
contracts WiL~ cert"'\in executive officers pr"vided for increasett in their 1991 ~alaries over 1990
amoun.ts. Occupancy costll increased (1 Jm $537,000 in 1990 to $896,000 in 1991 as f1 result of the
expiration cf' the COl'!Jpany's lease and relocation to other, exprmded corporate facilities in
Novembr l' 'J. ThE' F.uropean sale~ and support offices helped reduce the requirements for
internatbnal travel leading to a decreuge in travel and entertainm~ntexpenses from $1,241,000 in
1990 to $925,000 in 1991. Profe:lsional and cOnl~ulting fees decreased from $941,000 in !990 to
$684,000 due to o·/erall cost controls and Company personnt:l administering more of the Company's
requirements.

The transfer of Amtech SAP.L's operations to the Alcatel Amtech S.A. joint venture coupled
with the related consolidation into Alcatel A:ntech S.A. of the e':tivily of the caletl an'.! support office
in Eindhoven, ",I.'he Netherland;> in early J.~92 will produce a downwar~ effect on 1992 marketing,
ger-era! and administrative expenses. Additionally. emyloyment contracts with certain retiring
executive officers have been replRced with consulting CDrltractd at reduced levele of -:ompensution.

Interest and Other Income - Interest income decreased 63% from $1,181,000 in 1990 to
$433,000 in 1991 primarily resulting from the reduction in cash avaHable for investmont during
most of 1991 co\:pled with an overall decline in the interellt rates eamed on short-term money
market funds.

Other inel/me in 1990 included a non-recurring $687,000 compensatory payment made by the
government of Norway as a result of its cancellation of the Company's contract with an entity
owned by the City of Oslo. The proceeds reimbursed the Company for costs incurred in bidding on
and preparing to implement the contract.

Comparison of the YearEnded December31,l~ to theYear ended.December31, IBN)

Sale.': - Sales increased by 145% from $6,017,000 in 1989 to $14,770,000 in 1990. Sales in 1989
included further shipments of a toll collection system tnat began in late 1988, installation of a
project site s)'stem for an intermodal application, new product development contracts, and
delivery of additionil evaluation systems to approximately 30 customers. Sales in 1990 included
the sale of a turnkP.y automatic vehicle identification system at 8 major U.S. airport, an electronic
toll collection system on a statewide turnpike system, 3dditional new product development
contracts, and increaaed activity from a full year of operations at the Dallas North Tollway
system.

Cost of Sales and Gross Profit - Gross profit as a percentage of sales decreased from 33% in
1989 to 31~ in 1990, primarily due to several lower margin engineering and market development
contracts. Additionally, even though the aggregate sales of the Company's proprietary products
increased from 1989 to 1990, these sales decreased in their relative proportion to total sales partly
because of significant revenues realized from systems integration services and new product
develcpment contracts. This decrease in the grOBS profit margin was partially offset by certain
large scale turnkey commercial installations and to a lesser extent the manufacturing economies
of scale gained from increased production vclumes.
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Research & Development - Research and development expenditures increased 36% ~ttC- 'm
$3,563,000 in ~989 to $4,854,000 in 1990, primarily attributabl~ to an increase in Pmp""8wsee
compensation expense from $2,306,000 in 1989 to $2,798,000 in 1990. The number ofreeearcb ., ne!
development personnel increased to meet market demands for new products and enhancemelda iDiI=:JD
addition to the manpower required to support specific customer product developmcllt contract&. n-.... ne
increase in tho activit.y assoei.ted with these new product development contracts also contributed ta:=30
an increase in expenditures for research tools and supplies from $344,000 in 1989 to $586,000~
1990. Rest-arch and development expenditures of $849,000 in 1989 and $2,305,000 in 1990 _ I 6

included in COlt of sales pursuant to contracts with customers for new products.

MarJceting, General and Administrative - Marketing, general and administrativ-i.'!
expenses incre:\Sed 53% from $6,976,000 in 1989 to $10,654,000 in 1990. The Company continued iDz:;"in
1990 to build its marketing, general and administrative functions to support anticipated fatUI ne
g-rowth. Employee compensation expenses increased from $3,294,000 in 1989 to $4,772,000 in 199. -'0.
prnnarily as a result of the addition of personnel, including the expaneion of the sales and sapp« u t
office in Paris, France, and the opening of a sales and JlUpport office in Eindhoven, T!i'5F±e
Netherlands. Also contributing to the increase in em!'. yee compensation expellses we~JZU"e

employment rontracts with certain executive officers that provided for increases in theirP~
salaries. Travel and entertainment expenses, which include costs associated with representati, on
at t~8de shows and demonstration and marketing of the Company's products to prospe:c:tivwaJve
domestic and international customers and distributors, increased from $781,000 in 1989- tr=""" to
$1,241,000 ;n 1990, Also contributing to the increase was occupancy costs, which increased fxuw::::LlD
$324,000 in 1989 to $537,000 in 1930 a& a result of the expiration of the Company's leiUK; all tId

relocation to other, expanded corporate facilities in November 1990 and the co.ts related to t1 he
foreign !tales and support offices.

Inte:-est and Other Income - Interest income increased 181"., from $421,000 in 1989.; . ' ••
$1,181,000 in 1990 primarily as a result of additional short-term investments made using.. b
received from the Company's initial public off.~ring in November 1989.

h d $68 th lIIl1e1s._-lla"'D11Ot er income in 1990 inc1u es a 7,000 compensatory payment m....de by e govemmed - -

Norway as a result otits cancellation ofthe Company's contract with an entity owned bytbe my ,a!
Oslo. The proceeds reimbursed the Company for costs incurred in bidding on aud prepa..mlf V to
implement the contract.

LIQUIDITY AND CAPITAL RESOURCES

The Company satisfied its liquidity needs during 1991 principally from cash on hand at U 1M
beginning of the year, reduction in accounts receivable, the receipt of approximately $6,ooo.....na::m
conjunction with the formation of the Alcatel Amtech S.A. joint venture (see Note 11 ID- U th·
Company's Consolidated Financial Statements) and the exercise of employee stock options.

The Company expects to invest approximately ;:::',000,000 in 1992 for capital expenditures. Ibe it f

majority of which will be incurred for additional automated production equipment whidt 5 ... nr
increase manufacturing capacity to meet expe~ted production requirements, particu~f&R;.4or
anticipated rail tag demand resulting from the AAR mandatory standard. There ~ss::::n(:

significant commitments for capital expenditures as of December 31, 1991.

At December 31, 1991, working capital of $13,554,000 remained relatively unchaneecP ri ~
compared to December 31, 1990. Additionally, the Company expects to receive an ad.JjtA 'na
$2,000,000 in 1992 pursuant to the Alcatel Amtech S.A. joint venture agreement, upaa:-ttzn:rt.bE

Company's completion of certain new product development work. The Company believes th *ba
revenues from operations, together with existing liquid assets and available sources of final- , "8'
will be sufficient to fund the Company's 1992 working capital requirements.
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itemS. Fmanclal Statements and Supplementary Data

The information required by this item begins on page F-l hereof.

Item 9.

None.

Item 10,

Changes in and Disagreements with Accountant. on Accountmc and FiDanciaJ
Dbclowre

PARTm

Directors and Executive Officers

The information regarding directors and executive officers set fOT~h under -Management .
Directors and Executive Officers" in the Company's 1992 Proxy Stateme~t to be filed with the
Securities and Exchange Commission is incorporated herein by reference pursuant to General
Instruction 0(3) to Form 10-K.

Item 11.

The information regarding compensation of directors and executive officers set forth under
"Management - Compensation of Executive Officers and Directors" and "Management
Employee Benefit Plana" in the Company's 1992 Proxy Statement to be filed with the Securities and
Exchange Commiuion is incorporated herein by reference pursuant to General Instruction 0(3) to
Form 10-K.

Item 12.

The information regarding sec\·~ty ownership or certain beneficial owners and
management set forth under :'Principal Shareholders" in the Compa.'lY's 1992 Proxy Statement to
be tiled wiJ1 the Securi~and Exchange Commiuion i, incorporated herein by reference
pursuant to General Instruction 0(3) to Form 10-K.

Item 13.

The information regarding certain relationships and related transactions set forth under
"Management - Transactions with Management and Related Parties" in the Company" 1992
Proxy Statement to be filed with the Securities and Exchange Commission is incorporated herein
by reference pursuant to General Instruction G(3) to Form 10-K.
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Item 14.

(a)l
hereof.

PART IV

Ezhiblta, Financial Statement Scbedulee and Reporta on Form 8--K

Financial statements - S':"e Index i;o Consolidated Financial Statements on page F-l

j

I
(a)2 Financial statement schedules.

Schedules are omitted because of the absence of th~ conditions under which they are required
or because the information required is included in the cotLtIOlidated financial .tatements or notes
thereto.

(a)3 Exhibits.

ExhIbit No. Description

3.1 Articles of Incorporation of the Company, together with all amendments
thereto. Filed under exhibit number 3.1 in the Company's Registration
Statement on Form 8-1 (Commission No. 33·31209) and inr.orporated herein
by refE:rence.

3.2 Restated Bylaws of the Company, u amended.
4.1. Specimen Certificate for Common Stock of the Company. Filed under exhibit

number 4.1 in the Company's Registration Statement on Form 8-1
(Commission No. 33-31209) and incorporated herein by reference.

9.1 Form ot Shareholders Voting Agreement and Irrevocable Proxy entered into
by and among David P. Cook. Kenneth W. Anderson, H. Roe. Perot, J.
Michael Poss. Walter Brothera. John T. Walker. Jr., American President
Companies. Ltd., Mitsubishi Corporation and Mibubishi International
Corporation. Filed under exhibit number 9.1 in the Company's Registration
Statement t>n Form 8-1 (Commission No. 33-31209) and incorporated herein
by reference.

10.1 License Agreement ({ated March 31, 1989 by &lid between the Company and
Amtech Logistica Corporation. Filed under exhibit 10.35 in the Company'o
Registration Statement on Form 8-1 (Commission No. 88-81209) and
incorpora~dherein by reference.

10.2 Joint Venture Agreement dated as of October I, 1991. between the Company
and Alcatel AVI S.A. Filed under exhibit number 2.1 in the Company's
Quarterly Report on Form 10-Q for the quarterly period ended September 30,
1991 and incorporated herein by reference.

10.3 AVI-2 Manufacturing, Distribution and Technology License Agreement.
dated as of October 10, 1991. between the Company and AJcatel Amtech SA
Filed under exhibit number 2.2 in the Company's Quarterly Report on Form
10~Q for the quarterly period ended September 30, 1991 and incorporated
herein by reference.

10.4 ISO Manufacturing, Distribution and Technology License Agreement, dated
as of October 10, 1991, between the Company and Aleatel Amtech SA riled
under exhibit number 2.3 il1 the Company's Quarterly Report on Form 10-Q
for the quarterly period ended September 30,1991 and incorporated herein by
reference.

10.5 Limited Guaranty Agreement, dated as of October 30. 1991, between the
Company and Alcatel AVI S.A Filed under exhibit number 2.4 in the

-18-



10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.1'

10.15

10.16

22.1
24.1
25.1

(b)

Company's Quarterly Report on Form 10-Q for the qU8rtCrly period ended
September 30,. 1991 and incorporated herein by reference.
1988 Stock Option Plan of t~e Company. Filed under exhibit number 10.44 in
the Company's Registration Statement on Form S-l (Commission No. 33
31209) Bnd incoTporated herein by reference.
1989 Stock Option Plan of the Company. Filed u"ldcr exhibH number 10.45 in
the Company's n,~gistration Statement on Form S-l (Commission No. 33
3120f;) and incorporated herein by reference.
1990 Stock Option Plan of the Company. Filed under Appendix A in the
Companya Proxy Statement for Annual Meeting of Shareholders on May 24,
1990 and incorporated herein by reference.
401 (k) Retirement Plnn of the Company. Filed under exhibit number 10.46 in
the Company's Registration Stateml"nt on Form S-l (Commission No. 3:1
31209) and incorporated herein by reference.
Amended Employment Agreement dated January I, 1991 by and between the
Company and G. Russell Mortenson.
Amendment to Employment Agreement dated January 10, 1992 by and
between the Company and G. Russell Mortendon.
Employment A~eeil'ler.t dat~d August 1, 1990 by and between the Company
and Jeremy A. Landt.
Employment Agreement datf'd August 6, 1991 by ani betwee::. the Company
and Steve M. York.
Employment Agreemel.'t dl1ted AUgllat 1, 1990 by and ~?ween the Company
and William D. Power~.

Consulting agreement dated November 7, 1991 by a~d betw~en the Company
and Michael R. Corboy.
Consulting agrec.ment dated November 7, 1991 by and between t.he Company
and Kenneth W. Anderson.
Subsidiariell or the Company.
CO&Uient of Independent Auditors.
Power of attorney (included on P&ge 20 of this Annual Report on Form 10-10.

Reports on Form 8-K

None were filed during the flfM.:81 quarter ending December 31, ~991.
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SIGNATURES

Punuant to the requirements ofSect1on 13 01" l~d) of the SecuritiMExcha~Ad oll9S4, the
reeJ8tnmtbaa duly cauaed this report to be 8iIDed on ItAI bebalfby theun~tbe..'t'lUDto duly
authorized, in the City ofDallas, &$ltB ofTexu on February 2l5, 1992.

AMTECH CORPORATION

By: tel Steve M. York
Steve M. York

Vice President, Chief Financial
Officer and Treasurer

POWER OF ATrORNEY

W tho undersigned, directors and officers of Amtech Corporation (the "Company"), do
hereby scv,:rally consdi:ute and appoint G. Russell Mortenson and Steve M. York and each or
eith<. r of them, our true and lawful attorneys and agents, with full power of substitution and
resu~8titl'.tion, for him and in his name, place and stead, in any and all capacities, to sign any
and all amendments to the Company's Annual Report on Form lo-K for the fiscal year ended
Decr er 31, 1991, and to file the seme with all exhibits thereto, and all other document. in
connection therewith, with the Securities and Exchange CommisRion, granting unto laid
attorney. and agenta, and each or either of them, full power and authority to do and perform each
and ev~ry act and thing requisite and necessary to be done, 88 fully to all intents and purpoaea ..
he might or could do in person, hereby ratifYing and confirming all that said attorney. and
agents, and each of them, or his substitute or substitutes, may lawfully do or cause to be done by
virtue hereof.

Punwmt to the requirements of the Securities E:.tchange Act of1934, th1tJ report bu been
siped below by the toDowingpersons on behalfottbe registrant and in the e.apacltie8 and on the
dates indicated.

Slp'tum

lsi G. Russell Mortenson
(G. Russell Mortenson)

181 Steve Me York
(Steve M. York)

PresiJent, Chief Executive February 25, 1992
Officer and Director
(Principal Executhe Officer)

Vice President, Chief February 25,1992
Financial Officer, and
Treasurer (Principal
Financial and Accounting
Officer)
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I

lsi Kenneth We AndersQn Director February 25, 1992
(Kenneth W. Anderson)

181 Michael R Corboy Director February 25, 1m
(Michael R. Corboy)

lsI Km--Ichi Kubg!:a Director
(Ken-Ichi Kubota)

February 25, 1992

181 JeremY A Landt Director February 25, 1992
(Jeremy A. Landt)

/s {James So Marston Director
(James 80 Marston)

February 25, 1992

-2\-



· . ," .. '" . .
.' ') INDEX TO CONS01IDA.tED FINANCIAL STATEMENTS .,. .. ;

, ., . ....,::"

B~portof independent auditon................... . F-2

Con!olidated 1)alance sheets at December 31, 1991 and 1990........ . 1"-3

Coo6olidated statements of operations (or the yean ended .
December 31,1991,1990 and 1989................................... r-s

Con80lidate:ct.tatement& of stockholden' equity for the yean endt"1l
December 31, 1991,1990 and 1989 . F-6

CoD8()lidated sl<ltemenl4 of cash flows for the years ended
Decenlber 31,1991, IC190 and 1989................................. F-7

Notes to consolidated financial statements.............................. F-8

.~<~' - ,



, , _.. :' . ": ". ; ': Report af (ndependent Audita,.;' ":' '.~ 4 • t.':'
• • • • \!t

The Boa,d of Di,ectonl lind Stockholders
A.ntech Co,parlltion

We have audited the accompanying consolidated balance sheets of Amtech Corporation as of
December 31, 1991 and 1m, ami th~ re13~ed cODlwlidated statements of operation•• stock
holders' equity, and cash flows for ~ach of the three yean; in the period ende(1 Dp.cember 31.
1991. These rmancial statements are the responsibility of the Company's management. Our
t"espol1sihility is to upress an opinion on these financial statements ba~ed on our audit•.

We conducted our audits in accordance with generally accepted auditing standards. Thole
standards require. that we plan and perform the audit to obtain rearionable assurance about
wht·ther the tinancial statements are free of material mi8&tatement. An audit include.
examining, on a test basis, evidence f1uppurting the amounts and diadosures in the finan~ial

tltatementfl. An audit also includes assessing the accounting principles used aud significant
estimates made b)' manabcment. as well a~ cvaluolting the overall financialstatemcut presenta
tion. We believe that our audits provide a reasonable hasis for our opinion.

In our opinion, the consulidated financial statements referred to above present fairly, in aU
Jr.aten.I respects. the consolidated rmaneial position ofAmtech Corporation at December 31,
1991 and 1990. and the consolidated results of its operations and its cash flows for each of the
three yean in the period p;dded December 31. 1991. ;n conformity with generally accepted
accounting principles.

ERNST & YOlJ,~G

Dallas. Texas
February 7, 1992
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A ~JI Tee H COR P0 RAT ION

Decemher 31, 1991 and 1990

"

ASSETS

Current useU:

Cub and abort-term il1veatment.
Accouna receivable, net of allowanu for

doubtfulaccoun" of$I~2,000 in 1991
and $110,000 i'11990 (NOlt 11)

{nventori~" (Note 2)
Prepaid expense!

Total current asae18

Equipment and improvemen18, at co.t (Note 3)

Accumulated depreciation

Oilier assets

Ii

F-3

7997

$ 11,964,000
2,123,000

3,677,000
107,000

17,871,000

(3,198.000)

4,283,000

3.17.000

S 22.991,000

S 7.459,000
5.B15,OOO

3A87,OOO

. 139,000

16,900,000

6,463,000

4,510,000

.S 22,269,000



AMTECH ~ORPORAlION

Decemher 31, !991 and 1990

LIABIUTlE:i AND STOCKHOlDERS'~CUTTY 1991 1990

CUJ'1'eDt liabilities:
AccoUDu payable S 935,000 893,000
Accrued expenSeF 1,685,OOC 1,238,000
Cwtomer adV3nce paymenu 1,69'1,000 1,213,000

Total current liabilities 4,317,000 3,34.i,OOO

Deferred license revenues (Note 11) 2,709,000

Clmmitmenu (Notes 7and 11),.,
Stockholden' equity (Notes 1and 5):

PreCerrP.d stock, .J. par value, 10,000,000
6baret authorized; none OUtttandjD,

ColllmoD Btock, $.01 par value,
30,000,000 shares authorized; ,bares
iuued and ouulancEns: 10,138,515
in 1991 and 9,727,049 in 1990 101,000 97,000

Additional paid-in capital 44,671,000 42,650,000
Accwuulated deficit (28,807,COO) (23,822,000)

Totalstockholden"' equity 15.965.000 r., 18.225.000

S 22.991.000 I 22.269.000



~MTECH CORPORATION

. .' .'. '\: • C(iN~OLIO'A'TED STATEMENTS 9F OPE~A 'TiONS - :. . ".~

lears ended December 31,1991, 1990 and 1989.. .-- .... ..
1991 1990 1989

Sales ~ote 8) • 18,748,000· S 14,770,000 • 6,017,000

Operating coats and ~xpenaea:

COllt of sBles ll,56:i,OOO 10,123,000 4,012,000
Research Bnd development !:J63,OOO 2.835,000 2,714,O\N
Marketing, general and administrative 10,640,000 10,654,000 6,976,000

24,16b.~1 23,tJI2,000 13,7112,000

Openting 1088 l5,413,OOO) (8,842,000) (7,685,000)

Oilier income:
Interest .:u,OOO 1,181~OOO 421,000
Contract settlement (Note 9) 687·000

433,000 1,868,000 421.000

¢ ...,.

Net bss -' (4,985,000) S (6,974,000) S (7,264,000)

Lou per share (Note 1) I (0.50) S (0.11) S (1.32)

Weighted average shares outstanding 9.926,940 9.759.515 5,517,680

Pro (orma lws per share (~ote 1) N/A N/A J (1.02)-.

Pro forma weighted avera~'" shares outstanding N/A N/A 7,121,487

.~~.

See accompanying notes.
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..
.. AMTECH CORPORATION

. . ,.COIVSOLIDA·TED'ST1;l!ErviEN~S ,OF STOCK.HOtDERS' EOUfC,Y .'- , : . • .

Yean ended December 31,1991,1990 and 1989 f
I'trIfr:N** AMlfIIaI T.,

$«I,IA ____$«I" , __ SIrl" C __~,,!~.ltoc._ ,,11-11 At, W ...."....
Ibm ,."" AnI M." sum ."", Sbm All." UlIIJI IfIIdI .",

BaIuce, Dec.Ler31.1. 489.3U • 489.000 SO,916 • 51.000 SO,916 • 51.000 U83,OI4 S 46.000 • 15,213,000 • (9,584,000) • 6.266.000

__tlllol:k dirideDda 26,142 26.000 3,455 3,000 3,455 3,000 - - (32,000)

IAuaace oIl&xk lor caM - - 3S,W 36.000 3S.W 36,000 628,960 6,000 4.m,ooo - 5.000.000

ec.a~tlprdemd IIock
1o~,!Id (515,476) (515,000) (90,001) (90.000) (90,G(ij) (90,Ol'O) J,669.1~ 17.000 67',000

IDitWpuIJIic~tl

~1IiIck.-tl

08'eriII-- (Note5) - - - - - - 2,760.000 %7.000 21,195.000 - 2l,S22,OM

Net_ - - - - - - - - - (7,264.000) (7.26f.OOO)-----, -
811uce,o..IIer31, I~ - - - - - - 9,641.13%' 96.000 U.276.000 (16.....000) 25,524.000

'*
Elerdleolltoekoptioaa ,.:,.
lor_ (Noce 5) - - - - - 85,917 1,000 374,1lOO - 375.000

Net_ (6.974.000) _(6.974,000)- - - - - - - - -
~o..IIer3l,l99O - - - - - - 9,m.M9 97,000 U.650.OOO (23.822,000) 11,9%5.000

ExerciIe 01....opIiaM
lor..(Not. 5) - - - - - - 411,466 (,000 2.021. - 2.02S.POO

Net. - - - - - - - - - (4.9IS.ooo) (4.9IS.000)
-

BaJa.a. Der.!Mr3I,I991 - . - - . - -. - 10,138,515 • 101.000 • 44,671.000 • (2I.IJ!,lm) • 15.965.000- =

See GClCHIpCI_yiIw 1IOIa.
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AMTECH CORPORATION

• • • CONSOLIDATED STATEMENTS OF CAS)., OWS: ... · ~ ! .-, .'"

Years ended December 31,1991,1990 :104 1985

1991 _19S0 1989
Cub no.. £l"OIII oper.tiDlactiviliel:

Net_ • (4.98!,OOO) • (6,974,000) • \7,264,0(0)
AdjutmeDtaao reeoDeiJe Del .... to lid eMIl

rl"Ml operatiD, actmtiet:
Depreeiatioa ucl amortiIatioD 1,_,000 1,140,000 :~:',OOO

Chaap ill alleta ud liahilitiee:
(1DcftMe) decrr.ue ill 8CX'OUIIU recr.inbIe 3,692,JOO (~ 'l73,OOO' (837,OOb,
locreue ill iIlVeDlone. (ICY ,000) (1,782,000) (PI ,0(0)

(1naT.ue) decreae in PftP8id~ ~2,OOO (68,000) (35,000)
Decreue in olher &lIeU 104,000 IJ5,1lOO
IDCreue in currealliahilitiee 973,000 l,6r.,~ 474,nl
1DcreaIe ia deterred Iiceue melUlt. 2,709,000

"Total adj........ 8,",000 (2,871,000) (SZZ,M)

Net_prewided(-.I)by....actmtirs 3,123,000 (9,845,000) (7,186,000)

Cub Go..en. iaYatiq ~Yitiea:

Capital apeaditura:
EquiplllClll aDdim~" (1,130,000) (1.,000) (:!,468,ooo)

'i'i ... Otberaudl 1213.000) (315,000) (316,900)
-~ . ~ Net cub tued by iaYeltiDc activiliea (1.343,000) (2,283,000) (2,7M,l'OO)

Cub 00.. £roa Cm.W, aetivibee:
Net proc:eeda &om iailiaIpublic oIeriDc

fIleoaDOIIlltock 21,522,000
~~l proeeeda from other iuumea fIl

COIIIJDOD ud preferred Ilock 2,02S.~ 375,O!l 5,000.000

Net cub previeW by GD..... IdiYiliea 2,025,C)) 375,000 %6,522.000

Lam.e(cJe.:n.e) iD _ aDd.Lart-IIinD ill.." h 4,505,~OO (11,753,000) 15,952.000

c..h.......... iDw.Itml!IIII,Min.....fIl.... ',459.000 1~,212.000 3J6O,ooo

c..hudIbort-t.ena iDftIlmeDla,erd fIlperiod 11,964,000 • 7,459,000 • 19,212,000-
See MC..,.,.,u., lIOIa.
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AMTECH CORPORATION

':-!_.: ~,) ,NOtES TO CONSOtIDAtrD.'fINAN.t7~1-~1: ~'. ·.f~rTj:r:--·:~~:>·:.:>-~:;-~~~
t , •• - •

1. 1Jum&al. , algnHlcent eccountlnA pQ11.clu

ConlloUdetton • The conaolidated (Junci&! "a;emeole include 1M aunurd. of the \AaIP~ny and ita wOOUyo~
IIIbrwritw. IDtereompuy balaacea aDd trarwCtiOui have heen elimiDattd. mveatmenu in tl\tuity invCluaart a",'OUD·.ed
br uaiDs the equity method of aC:C<-IlD~.

Invontoll"ls•. IOl'enlor1e;. art .la~ at [he lower of coet (firl!-iD, fj~t~ut) or market.

Peprccilltlon end emorth-atlon - DepreeiJ6D ofequip.neDt and improv~'~ it proYicL-d D.ins the.~t.
~ue methoJ over ....tia.a!t:d uaeluJ lYe. iloring (rom fi,e to tel'en yeMn.

l.morLiu·;oD o( lO(tware i. providef~ uliD8 the Itraight-line method over I period or t;ve ··~an.

Amortization of pa,,·,ta ia provided on the .traight-line buill over their f .:maiwL ita~utOry Ii"ee. The»e UH";8 rlll!~ fro....
ten to fJ.{tec-, yean.

Amortisation cl goodwill it fronded on the lluaigbt-Iine bal" over a period of tweQty-{."e y(]~.

R...,JOU. recos,~'tlon• Geu:raDy. uIea are recorded whea prodUCll are JUpped or.Reef are rendered. Sala
UDdcr....rcb and dnelopment IDd ~DItnletioo-~ contl'actl are rec:ordeJ u coW -reiJacarnd IDCl iDdude .timated
proUtI ea1cuh.:~ Oil the ba. of the m!ltiooabip bttwem _II iDcUnd aDd total eatimated COlli (.,.t-to-eolt type of
perceDtap-o(-eompletioll metLod of Ic:eouotioc). 10 the pmod in whieb it i. de~rmioecI that • Joe. trill ne"JIt froa tIk.
pcrfOrIhlDU of a ~1\DUact, the eDtire aJDOUDt of the estimated ultimate lou i. charpd ardoat iocoll'e.

R....rch .n,1 d.v.lopm.nt .mng.m.ntl-The Complnyeotcre intoc:Gntnel.lOperfooa 'ertIio~
aDd devd,)pme:Jt (orothen, In selle!'"I, these contndJprovidefor In initialperiCkt ofVl'f'~type deeip. foUowed byfurther
development Ind p:-oduet engioeeribga. n:quired 10 produce preproduction Pr'ltolypi!6.~ComplDy reeopised COI~ of
wea of '1.946,000, $2 .1~S.OOO and $849.000{or retelreh and development contracll:o 1991,199" and I9a9. res;;~vdy.

Stetem.nu of c••h flo"". - The Company'. llhort-ten» inveatmeoll, primarily !DOlley market funda. have
maturitiea of three mOlltha or Jell It the date of purchale and are cooaidered cuh eqWn'. DlI b th aceompa:::-ms
eooaoIituted .tatemeDlI 01 cuh l!OWlil.

Loa. ,...~r ahar•• The computation ofiOli per Ihare it bued on the weiPted 1~~raF number G, CNIIUodiDa~D
.bane. AdditiooalJy, inaccordaneewith replatioDlof theSecuritiea and ExchlDp (A1IUJIiuk..a, IDtidiIutive"l)Ct optiooa
pnted ill Mirek, 1989. lfe induderl i.~ weighted lYerase lbane oUlltandi~for aU perioda r"'elellted. Ne~ 101. oaecf in the
1~ computation i. increated by the effectl of prderred .toek dividendi.

Pro fo..-ma Ion per ,"are in 1989 auu: .'~ aU outllandiog .bares o( preferred ItOCl: we~ ccc:rertI:J into llham of -:OD1D1On
.lock linee the date of Ibeir isluance.
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Segment det. - The Company operates in one industry ~nt, the detigning, manuf.ctu.;~ .nd marketing of
hardware and IOftware producta baaed on radio frequency electronic identification t~hnology.

Risk concentretlon - F"lDIoci.1 inatrnmeull which potentiaUy lubject the Company to conceotrationa ofcredit ri.k
al1llbort termcubiDvettmeoli and a«:eounll receinble. The Company plaeel illihort term cllh iDvetlJDeAlI iD LDVettment
grade, money market fund, aDd limita the amount of credit expoeure to any ODe financial iDatitUtiOD. The Company IdIt
productaand Ilemeel to alilDited number of cUltomen throughout the world uaociated with the tranaportatioa iaduatry.
The Company contiououaly enlyatel the credit worlhiDelI of ill C61ltomen' &candal coodition and..,..o, doa DOt
require coUateral. The Company'l dowance for doubtful acc:ouall it bued on current market coaditioal ad1aH;'.
uncoUectiblf: accounll have coult,.ntly been within msnasemeot'l expeetatio'1l.

Common stock split • t='eLruary 1992, the Compaoy effected a tIuee Eor two .plit ofill COIIIIDOG stock ia the form
of • Itock dividend. Shire and per lhare llUounll for aU periods preteDted haye been adjuated to rd1ect tIaiIltoc:k apUt.

2. Inyentorlel

InventOilea conai,t of the following:

December 31

R.w materials
WO~. in procell
F"miJhed goods

3. Equipment end Improvements

Equipmenland improY~menb COUll of the loUowiDg:

1991

1,528,000
1.330',000

815,000
3,677,000

December 31

1990

1.soo,OOO
1,426,000

561.000
3,487,000

__199=,,-,,1__

Manufacturing, telt and other equipmenl
Computer equipment
Offire equipment, fun8ture IDd fixtuns
Other

•

F-9

3,758,000
2,680,000

638,000

4OS·000
7.481.000

•

•

'990

2,728,000
2,573,000

742,000
+20.000

6,463,000



4. Line of credit

Prior to the initial publie olCeriqio NOYember,l989 (Note 5), the Connany obtaioed abaok line 0(eredit up to'2,OOO,OOO,
of which '1,000,000 wu adYaDeed to the Compaoy. AduDeeI were n.-aid upon rtceipt of the net proeeedt of the. public
offeriq. Ind the liDe of credit ap-eemeot WIS termioated "ffecuYe Jl.luary 1990.

5. C,pltll dock

Initial public off.rlng • Effective Ncve:uber 8,1989, the ComplDy completed ita ioitial publieoff~ by IdliDl
2,400,000 wres of ill common 'IOCk.. On Noumber 21, 1989, the Company .old ao additioul360,OOO .haret upon the
exercile of aD oyer-aUotmer.:1 OptWil P'ltllted If. the underwriten io co~tioo with lhe iJUtial publie oCferiDl. Coall
allOCiated with the oCfering, including dilc:OUDlI &t101A:d ~!! unden!riten, were aprroximately '2,398,000.

Ptefe. red stock - Prior to the Compaoy'. initial public offering, diYid~Dd. on preferred .Iock aCCWll1llated quarterly
aDd were paid in .haret of preferred .1«1. Each .h~re of pl'f'Jerred "uck wa. eotirJed tD one Yote 00 amendmeoll to tbe

Company'. artidet of iocorporatioa and wa. cony'~tible into ti "hares of commoil.wek at Ylrioua datet. EffectiYe
November 8, 1m, ir . on;unclion with ~ initial public of-enns, ..r.th oUl6tanding preferred lhare wa. autom.;,tically
converted into COf.UDon .tock.

Capit8~ .tocktrln.,:tlon. -The CJmpany entered intI) ltn a~r~mecl with Miuubi!lh.i Corpcrati(m lPod Mitauhishi
International Corporation (collectively, "Mitaubil,hi") whereby the CJrnpany, in March 1989,Iold to Miuabi.ihi 314,480
.haret of common .Iock at t6.25 per .hare Ind ~5,633 .haret of Seriea Bpreferred ItOCK.

The Compaoy entered into 0 ap-eemeDI with Arencao Pretideol Compa., Ltd. ,APCj whereby the (;olDFoy, ill
March 1989,101d to APe 314,480 ....m ofCOIIIJI1OD .lock at$6.25 per .hare and ~,633 aham ofSeriee C preferred .Iock.

Stock option••The Compaoy_ noo-qualirJed .tock option" oulltaDdiol to key empll.yea uoderitl 1988, 1989,and
1990Stock Option PlaDi. AllpJuaother lUD IJJe1990Plan havebeen ~rmiDited al toluturep-IDlI. OptioDipuleduDder
these pia Ill' .ore oot leu thaD the fair market value at the date o(P'aol, and .object to termiDitiOD ofemployment, e.q>ire leD
yean from date ofput. and are Jl!DerlUY exerci..bl(' in aooual inttallmenll over three to five yean.

AdditionaDy, certain OptiODl are oUlltaodins resulting (rom grlDII by a prede:euor Company.

The (oUowins it a lummary of 1991 InDllctioDi in these plaDl:
Option Price

Share. Per Share Total

OUlItaoding fl December 31,1990
CraDted
Caneelled
Exereited
Oulltanmn, at Det:ember 31,1991

Exercillahle at December 31,1991

903,255
184,200

(118,001)
(411,466)
557,988

163,164

S0.06 - $ 6.67
S6.67 • $19.17
• 6.25 - • 6.67
$0.06 • $ 6.67
S0.06 - $19.17

• 0.06 - $ 6.67

4,822,000
1,989,000
(783,000)

(2,025,000)
4,003,000

630,000

At December 31,1991, 81,130 .haret were available (or future gr:::lU under the 1990 Stock Option Plan.
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8. Incom. taxe.

ID 1988, the Company adopted Statement oC Financial AccountiDl Standard. No. 96, "AceoUJItin~ Cor IDcome Tuu"
("SFAS 96"), which requira the liability method of accounting Cor income taxu. Adoption oC SFAS 96 had no ~cant
impact on the Company', couolid.ted (manoal ,tatementa. ~n February 1992, the Financid AceountiD« Standard. Board
iNued Statement 01 Finaucl.1 Aeeounuq Standard. No. 109, ..AccouDting Cor Income Tnu" ("SFAS l09j, ,upercediul
SPAS 96, which in certain circumatante. enablu increaeed reeordin~ oC deferred tax meta. TiW DeW pronounceme.:at it
ell'eetive in 1993, ahhoup earlier adoption i. encouraged. The Company hal Dot determined the effeet oC adopliDl SFAS
109 on the coDlOlidated finar.cial,tatementl but expectl t~ immediate f.vorable impact, ifany, will DOt be material.

At December 31,1991, the Company had nf'topera~lw ~arryforward, ofapproximately'17,000,000 for IK.th fiDauciai
reporti.nland lederal ioeome tax purpoltl, 01 which approximately $1,800,000 of the federal~ tax carryf."...ard will
expire unutili.zed due to limitationa from acha. in oWDerthip on March 18,1987. The tal carryforwardaexpirehqiDniD«
in 1998. There are differencea between the lederal income tal and fiD.ncial'talement c:arrylorwarda primarily due to
deferred liceDlle revenues which have already been included in federal taxable income, the Ule of accdented depreciation
methods, and the capitaliution 01certain coall aSlOCiated with purchase price aUocationa and 'tart-up coall which are Dot
currently derluctihle Corfederal income tax purpoaea. Research credill oUSOO,OOO are alto anilable throu,h 2006to reduce
Cuture federal income taxCll. The Tax ReCorm Act oC 1986 (the "Actj contain••nalternative minimum tal which, if taxable
income is generated in the Cuture, could result in the Corpany', b~ing required to pay Cederal income taxtJ lind defer
recognition of itll net operating 1011 carryforward over a longer period oC time than would have been required under the tax

law. in eUcct prior to enactment of the Act.

7. .commitment.

Lea••• - The CompanyleaJet ill office a~ IDaDul.cluriDl f.cilities. Ilaatal apaae lor 1991, 1990, aDd 1989.at
$1,032,000, $599,000, and $$03,000, respectively. ApproximatelY'231,OOO aDd 1195,000 in office reDtaJ. were paid to a
related parly ia 1990 aad 1989, mper.tively. Certain f.cility leuea hue reaewal OptiODl nqiDs from ODe to 1i\'8 yean.

Minimum (uture paymenll 00 uperating lealel with initial or remaining tennl oloDe yearormore.tDecember 31,1991. '1""

a.loDow,:

1992 $ 867,000
1993 714,000
1994 674.000
1995 551,000
1996

$ !,866.000

8. Significant cu.tom..... export 'Ile•. and foreign operation.

In 1991, the Comp.ny had one unrelated major customer which aceounted (or approximately 34% o( uIea. Foar related
party cUitomen accouDted lor approximately6% olulea. In 19!1O, the Company bad two UJlJ'e1ated majorc:uatomen which
accounted for approximately 28% .ad 13% 01aalea, and three related party customen which auounted for .pproximately
6% of ialea. In 1989, the Comp'Dy had two major customert, which are aJao related partiea, which .ceounted (or
approximately 20% and 10% 0.uIa, .nd three otberunrelated maj"rr~~lOmenwhich aeeounted for approximately 13%,
12%,.nd 11% 01 salet.

Export.&lea .~counted lor approl'Uuakly 26%,30%, and 42% 01 the Company', ,.Iea during the yean eoded December
31.1991.1990,andI989.reapeetiv~.
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Sale. by geographic ~oa are .ummariud at follow.:
or the yea" enc!a1 Dece~ 3' .

.1ft1 DIQ 1iU

North America
Far Ea,t
Europe

76~

3~

21 C

71CJ;

6"
23%

59%
10'%
31%

The Company', two European marketiDJ and ,upport offieet incurred op.-utiqlollel of",559,000 aad~ ,000 in 1991
and 1990, r~pecti vel] ,and accounted for $279,000ofcOll&Olidated aaaeta •lid $93,000olCODIOlidatedliabilitiesatDecember
31,1991. See~otell.

9. Contract wonloment

Other income in 1?90 incll:dea a SM7,OOO compenlltory payment anad, by the sovet1UDCnt 01 Norway u a fault fJf ita
cancellation ofthe Company', contract with an i'Jntity owned by the City 'llO,lo. The proeeeda rdmbuned the Company
lor coata incurred in I!.idding on and preparin~ to implement the contran.

10. Employee benefit plan

The Company hal a retirement lIyings plan atructurtd underSection 40I,~)ol the Internal Revenue Code. The plan coyen
subsu.ntiaDy all ~mployeet meeting minimum service requirement'. Uudtr the plaD, contributioalare yoluntarily made by
employees and the Company may provide matching contribatioDi baaed OD the employ.· coatributio•• The CompaDy
incurred no expense in 1991, $60,000 in 1990 and $27,000 ill 1989 lor matching eontributioal re1atiJtlto thia plaD.

11. hint yentur.

ID October 1991 :.'te CompanYfntered into a joint YenturewithAleatelAVI S.A., a ,ubtidiaryolAicatelN.V. The raultiDI
company, named Alcatel Amteeh S.A. ("AASAj, is owneclapproximately 51% by Alcatel AVI S.A. and 49% by the
Compan~. AI part of the formation of the joint ,cnture, the Company transferred ita ,ham of Amteeh SARL ("SARLj,
f?rmerly a wholly owned European subsidiary ol the Company, to AASA.

Punuant to yarioul agreementa between the Company anll AASA, the Company received approximately $2,400,000 for
repayment of SARL', net intercompany adYan~s, approximately $2.800,000 lor yarioUi manwacturm, Bcesue and
marketing liceoae righta, and approximately $650,000 lor eert.ain product deyelopment to be proYided to AASA. Proeeeda
matins to the manwacturinslicenle and marketingliceoae npta are deferred and are beingamortiaed oyer nyC yean on
a.trailh.~liDebali,. TheCompany is entitled to receive aD additional $2,000,000, to be provided by Alcatel'AVI S.A., upon
completion of certain new product development work and up to aru~r $5,000,000 bued on WA'. Ole of in~ated
circuit chips uainSlheCompany', proprietary technology. AdditionaDy, Alcatel AVI S.A. hI,aped to loaaAASA,pecified
amounts (increasing up to approximately $5.soo.000 in 19(4), if needed for operatioUl, with the eom"any Ityerally
guaranteeing sueh borrowinp (none at December 31, 1991) in apropol1ion equal to the perceDllp ofita equity ownenbip
ofAASA. I

The net assets of SARL at December 31,1990, approximately $870,000, cOlUi.ted primarily 01 worm, capital (induding
aceounta receiyable, inventories, accounts payable and accrued liabilities). and equipment aDd improvemenll. The
Company had accounts receiyable from AASA amounting to '585,000 11 December 31, 1991.

'I' '
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The Company designs, manufactures, markets and supports a line of hardware and
,oftware products and provIdes related services involving radio frequency electronic
:dentlficatlon ('RFIO") technology, The Company believes Its proprietary RFID technology
permits remote automatit identification of and communications with objects such as automobiles
;jnd' rail cars at higher speeds, at longer distances. and in more difficult outdoor and industrial
enVlronmpnts than technologies based on optical. magnetic, or other techniques. See
'Technolo~," Thp. Company has initially targeted five markets within the transportation and
s~l1ppmg .!ldustries for its RFID products and services: rail transportation, electronic toll and
tr:tffic management, intermodal transportation. vehicle neet management and acceaa control,
.melllr 'eIght. See "Industry and Markets,' The Company's strategy is t.O establish its
t~chnolot;.. as the leading electronic identification technology in each of its targeted markets. N
part of thiS strategy. the Company has encouraged various national and internntional standard
~etting organizations to adopt industry standards that are compatible with the Company's
proprtetarv RFID technol"gy. See "Industry Standards:' The Company currently markets its
products and services directly and through more th'ln forty domestic :lnd international
distributors, subdistributors and dealers, as a subcontractor on certain projects, and through a
European joint venture.
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The Company, a Texal corporation, was incorporated in January 1988 and i. the suceePOr in
interest by varioul merger transactions to a New Maico corporation of the same name whlCll was
incorporated in November 1983. The Company's executive offices are located at 17304 PreItoo
Road, Building E-l00, Dallal, Texas 75252 (telephone (214) 733-6600). The Company hal five direct
and indirect wholly owned sublidiaries: Amtech SYltems Corporation, Amtech World
Corpora.tion. AMGT Corporation, Amtech GmbH and Amtech B.V. Unless the context otherwise
requires, all referen'" . herein to the "Company" shall include Amtech Corporation, ita wholly
owned subsidiaries. 1.•• .1 their predecessors.

Technology

RFID technology remotely identifies an object through the use of radio frequency signall
rather than bar codes, magnetic cards, or other meanl. A small transponder device ("tag") is
attached to an object, and when that object passes an interrogator ("reader"), an identification code
is retrieved electronically from the tag throup a technique refened to a. "modulated
backscatter." Specifically. a radio signal emitted by the reader system prompts the tag to modulate
the signal with a unique code and reflect the modulated signal to the reader at the same frequency.
Each tag may be programmed to carry information concerning the object to which the tag il
attached. which the reader recognizes by identification of the signal when the tag passe. the
reader. Data in certain tag types may also be modified dynamically by the reader system using
"read-write" RFID technology. T~is latter capability is considered important by the Company in
certain electronic toll collection, ~raf!jc mauagement, and rail applications.

The Company believu RFID te-:hnology is superior to other forms of automatic identification
technology in a number of respects. Unlike optical and magnetic identification technologiel
(such as bar cod~~ and inductive cards). which require that the object to be identified be esaentiaUy
stationary and in cloo:-. proximity to the reader, RFID technology permits identifi::at.ion of objects
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